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A U.B. citizen overseas receiving earned income frem an organization

ereated glm sgenoy of the Government has elaimsd ths exemption under
(&) without application of the exception affecting amounts

wpaid by the United States or any agenay thereof,* The organization

48 not created by an act of Congress and while its functional purpose

¢alls within the ultimate aims of the Ageney, its sctivity still

requives an identity and valid existence whish is independent of the

Federal Govermment.

Section 911(a) of the Internsl Revenus Codas of 155L exempts amounts
maim ; indi‘t‘ldual T.5, citizens from sources without the USe if
sush smounts constitute earnsd income attributable to certain perlods
of residense abroad and if the aounte are not "pald by the United

States or any agency thereof."

The expeption of amounts "paid by the United States or any agenoy
thereo?" first sppeared in the Revenus Act of 1932. The legislative
purpose was to terminate a double exemption enjoyed by smployees of the
United Ststes who were nomally sxsapt from foreign taxes and without
the exception would thus have been relieved of both the foreign and the
U,S. taxwse {Benate Report No. 665, of the Cormittee on Finance, 72d
Gongress, 1st Session, on the Revenue Bill of 1932, and the related House
of Representatives Report Nos 1L92, of the Committee on Conference,
Amendment No. 59, the pertinent parts of which were published in C.F. 1939-1
{Part 2), at pages 518 and S5h3, respectively.) There have not been any
statutory amendments to the exception and the language is preserved in
the present Code of 195h.

While the import of the language in the exception at firsl seems
¢lear, there is a latent ambi gulty whish can only be explained in the light
of the legislative intent of its drafters. Whsre the circumstances are
such that a double exesptlion 1s not possible for certain classes of people
en the basis of their 1dentifieation with the CGovernment, then payments
by a propristary activity of the UsS. to sush persons &rs not to be
ecnstrued as being made "by the United States or any agency thereof®,
providsd only that ths propristary servas as the actual source of the
paynent and not simply as the eonduit for payment to persons who would
otherwise recsive the funds directly from the U.S. or any of its agencles.
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Approveds:
Herold T. Swartz
Director, Tax Rulings Division
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The attached Internal Ravenue }
Service ruling and extracts of the 1
memo from 0GC to IO Division are \
for your infomation. It is not
planned to give this wide clrcu~ |
Jation, nor is it deemed wige to |
disseminate it to ths Field. |
Of ficers proceeding to the Field |
will brief appropriate Stations )
and Bases after being briefed in !
Headquarters. Considerstion will g
be given to the issuance of regu-
latory nmaterial. !
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to the
Deputy Director (Support)

1. Extracts fr. OGC Memo Lo 2/12,
12 Feb. 58, subjs o
Ug Se ibde;al Income Tax by

2. Copy of IRS Ruling.
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